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SUBJECT: ITALIAN EXCHANGE MARKET DEVELOPMENTS 
PASS TREASURY AND FRB 
REF: ROME 5478 

1. SUMMARY. LIRA RECOVERED SOMEWHAT IN EXCHANGE 
MARKETS JUNE 18 AND EARLY JUNE 19 FOLLOWING ANNOUNCEMENTS OF ANTI- 
INFLATION CREDIT MEASURES REPORTED SEPTEL. PROVISIONAL 
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DATA SHOW FIVE- MONTH BALANCE OF PAYMENTS DEFICIT OF 
$1,334 MILLION, INDICATING CONTINUING INTERVENTION BY 
BANK OF ITALY TO AVOID EXCESSIVE DEVALUATION OF LIRA. 

END SUMMARY. 

2. ROME- MIT, AN AVERAGE COMMERCIAL LIRA RATE AT FIXING 
JUNE 18 WAS 607.25 LIRE PER DOGLAR, COMPARED TO 617.25 
ON JUNE 15. AVERAGE FINANCIAL LIRA RATE WAS APPRECIATED 
TO 618.725 FROM 623.40. WEIGHTED AVERAGE DEPRECIATION 
SINCE SECOND DOLLAR DEVALUATION IN FEBRUARY, ACCORDING 

TO "24- ORE" INDEX, WAS 18.14 PERCENT COMPARED TO 19.76 PERCENT 
JUNE 15 AND 21.75 PERCENT, LOW POINT, ON JUNE 14. HEAD OF 
FOREIGN DEPARTMENT OF BANK OF ITALY TOLD TREASATT THAT 
BANK HAD INTERVENED MODESTLY ON JUNE 18 TO ENCOUAGE 
LIRA RECOVERY. HE DENIED THAT BANK HAD INTERVENED ON 
BOTH SIDES OF MARKET ON JUNE 14 BLACK THRUSDAY, AS 
HAD BEEN REPORTED IN MILAN BANKING CIRCLES ( SEE REFTEL). 

IN FACT, BOI DID NOT INTERVENE AT ALL THAT DAY. 

3. PROVISIONAL MONETARY MOVEMENTS DATA FOR FIRST FIVE 
MONTHS OF 1973 SHOW GLOBAL BALANCE OF PAYMENTS DEFICIT 
OF $1,334 MILLION (CONVERTED AT 581.50 LIRE PER DOLLAR). 

FOR GAST HALF OF MAY ALONE, DEFICIT WAS $307 MTU .ION. 

FIVE- MONTH DEFICIT HAS BEEN FINANCED FROM OFFICIAL 
RECERVES TO EXTENT $591 MILLION AND BY WORSENING IN 
COMMERCIAL BANKS' FOREIGN POSITION BY $743 MILLION. 

MOST OF DEFICIT IN LAST HALF OF MAY WAS FINANCED BY 
LARGE INCREASE IN NET BORROWING BY COMMERCIAL BANKS 
OF ALMOST $226 MILLION. EUROMARKET BORROWING DURING 
MAY INCLUDED $300 MILLION IMI LOAN, RAISING CUMULATIVE 
TOTAL THROUGH MAY FOR SUCH LOANS TO $850 MILLION, OF 
WHICH $200 MILLIM WAS ICIPU AND $650 MILLION IMI. 

PRESS NOW REPORTING NEGOTIATION OF $200 MILLION LOAN 
BY IRI AND INDICATES STATE RAILWAY LOAN MAY BE $150 
MILLION RATHER THAN PREVIOUSLY- REPORTED $200 MILLION 
OR MORE. COMMERCIAL AND FINANCIAL LIRE IN EXCHANGE 
MARKET MORNING OF JUNE 19 WERE TRADING AT 600-602 
AND 608-612, RESPECTIVELY. 
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